
CC0000.024.0403 April 1, 2003

Invest 
in Your 
Child’s 
Future

Invest 
in Your 
Child’s 
Future
Start Planning 
for College Now!
Start Planning 
for College Now!



CC0000.024.0403 April 1, 2003

Which Have You Put 
More Money Toward?
Which Have You Put 
More Money Toward?

Source: OppenheimerFunds “Understanding Consumer 
Knowledge of College Savings Vehicles” study, November 2001. 

80% said “toys and clothes”80% said “toys and clothes”

OrOr

Your child’s 
education?
Your child’s 
education?

Toys and clothes 
for your child?
Toys and clothes 
for your child?



Most Parents Are Avoiding
Commitments to Save
Most Parents Are Avoiding
Commitments to Save
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• Only 40% have started to save
• And, only half have a designated 

account for college

• 60% aren’t saving because:
• 21% hoping for scholarship
• 20% relying on financial aid
• 16% plan to start saving “later”
• 10% want their child to pay
• 8% expect another family member to pay
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• Only 35% have estimated the 
amount they’ll need

• Most estimates are far below 
projected costs

• 56% are not confident they’ll 
save enough 

• Only 26% save on a regular basis

• Only 35% have estimated the 
amount they’ll need

• Most estimates are far below 
projected costs

• 56% are not confident they’ll 
save enough 

• Only 26% save on a regular basis

Not All Parents Have 
Well-thought-out Plans
Not All Parents Have 
Well-thought-out Plans

Source: OppenheimerFunds “Understanding Consumer 
Knowledge of College Savings Vehicles” study, November 2001. 
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Percent of investors familiar with…Percent of investors familiar with…

Awareness of College 
Savings Plans Is Low
Awareness of College 
Savings Plans Is Low

Source: OppenheimerFunds “Understanding Consumer 
Knowledge of College Savings Vehicles” study, November 2001. 
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• Coverdell accounts 
(Education IRAs) – 26%

• 529 plans – 10%
• UGMA/UTMA accounts – 9%

• Coverdell accounts 
(Education IRAs) – 26%

• 529 plans – 10%
• UGMA/UTMA accounts – 9%
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• Of those who save, half are in taxable
investments

• Most indicate tax benefits are 
“very important”

• Only 11% know how 2001 tax law 
change benefits college savings plans

• Of those who save, half are in taxable
investments

• Most indicate tax benefits are 
“very important”

• Only 11% know how 2001 tax law 
change benefits college savings plans

Awareness of Tax 
Consequences Is Low
Awareness of Tax 
Consequences Is Low

Source: OppenheimerFunds “Understanding Consumer 
Knowledge of College Savings Vehicles” study, November 2001. 
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• Need to increase awareness of college 
savings vehicles

• Fitting college into overall savings and 
investment plans is a huge challenge

• Parents need help!

• Need to increase awareness of college 
savings vehicles

• Fitting college into overall savings and 
investment plans is a huge challenge

• Parents need help!

Source: OppenheimerFunds “Understanding Consumer 
Knowledge of College Savings Vehicles” study, November 2001. 
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And…And…

What Does This All Mean?What Does This All Mean?



• There’s no such thing as a college 
problem

• If you’ve saved all you need, you 
don’t have a college problem

• If you haven’t, you still don’t have 
a college problem

• You have a retirement problem
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College Is a Retirement IssueCollege Is a Retirement Issue



• How old will you be when your youngest 
graduates college?

• Have you spent all your savings?
• Have you borrowed to the hilt?
• Have you taken out a second mortgage?
• Have you tapped your retirement funds?
• How will you pay off college debt and 

save enough to retire?
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College Is a Retirement IssueCollege Is a Retirement Issue



• There’s plenty of money for college 
loans

• But, who will lend you money for 
retirement?

• Effective planning today can ensure:
• A successful college plan and
• A comfortable retirement
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1. Set goals

2. Prioritize tax, financial aid 
and control issues

3. Determine the account owner

4. Select the best investments

5. Start saving now
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2. Prioritize tax, financial aid 
and control issues
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4. Select the best investments

5. Start saving now

Design an Effective 
College Savings Plan
Design an Effective 
College Savings Plan
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Step 1

Set Goals
Step 1

Set Goals

• Recognize the value of a college degree
• Understand real costs of college
• Consider impact of college inflation
• Determine amount you need to save
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Set Goals
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The value of a college education:The value of a college education:

Set Goals

College Is an Investment
Set Goals

College Is an Investment

Source of data: The College Board, U.S. Census Bureau. 
Based on median annual household income in 2000.

The lifetime gap in earnings potential 
is over $1 million!

The lifetime gap in earnings potential 
is over $1 million!
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+80%+80%
• High School Diploma $36,722 

• Bachelor’s Degree $65,922

• High School Diploma $36,722 

• Bachelor’s Degree $65,922 +172%+172%

• Professional Degree $100,000• Professional Degree $100,000



1. Parents who want the best 
regardless of cost

2. Fearful parents who only consider 
low-cost schools

1. Parents who want the best 
regardless of cost
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low-cost schools

Set Goals

Two Types of Parents
Set Goals
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• Tuition and fees
• Room and board
• Books and supplies

• Tuition and fees
• Room and board
• Books and supplies

Set Goals

How Much Does 
College Really Cost?

Set Goals

How Much Does 
College Really Cost?
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And…
• Transportation
• Personal expenses
• “Extras”

And…
• Transportation
• Personal expenses
• “Extras”



Source of data: College Money Annual College Cost Survey, 2002. Source of data: College Money Annual College Cost Survey, 2002. 
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Source of data: The College Board; based on 2001-2002 college costs. Source of data: The College Board; based on 2001-2002 college costs. 
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Consider College Inflation 
• College inflation has increased by almost 

double the amount of the CPI
• State college tuition rose 9.8% in 2002

• College inflation has increased by almost 
double the amount of the CPI

• State college tuition rose 9.8% in 2002



• Which type of college makes the most 
sense?

• How aggressive should investments be?
• How much do you need to save?
• The College Savings Projector can help

• Which type of college makes the most 
sense?
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• The College Savings Projector can help

Set GoalsSet Goals
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Build the plan around these three issues:Build the plan around these three issues:

Step 2

Prioritize Tax, Financial Aid 
and Control Issues

Step 2

Prioritize Tax, Financial Aid 
and Control Issues
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1. Tax savings
2. Financial aid
3. Control of assets

1. Tax savings
2. Financial aid
3. Control of assets



• Can help accumulate money faster
• Depends on tax bracket and how 

much you save
• May not be important if you can 

take advantage of other benefits

• Can help accumulate money faster
• Depends on tax bracket and how 

much you save
• May not be important if you can 

take advantage of other benefits

Prioritize Tax, Financial Aid and Control Issues

Tax Savings 
Prioritize Tax, Financial Aid and Control Issues

Tax Savings 
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• Some who hope to qualify, won’t 
• Some who could qualify, assume they 

won’t 
• Use the Financial Aid Evaluator

• Some who hope to qualify, won’t 
• Some who could qualify, assume they 

won’t 
• Use the Financial Aid Evaluator

Prioritize Tax, Financial Aid and Control Issues

Financial Aid 
Prioritize Tax, Financial Aid and Control Issues

Financial Aid 
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• What if your children don’t go 
to college?

• Who makes the decisions about 
the college funds?

• What if your children don’t go 
to college?

• Who makes the decisions about 
the college funds?

Prioritize Tax, Financial Aid and Control Issues

Control of Assets 
Prioritize Tax, Financial Aid and Control Issues

Control of Assets 
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• Benefits have trade-offs
• Can’t get all three in one plan
• Choose an investment that maximizes 

the single benefit most important to your 
family
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Prioritize Tax, Financial Aid and Control Issues

Balance Is Key 
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In student’s name:
• Reduces tax burden 
• Limits financial aid

In student’s name:
• Reduces tax burden 
• Limits financial aid

Step 3

Determine the Account Owner
Step 3

Determine the Account Owner
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In parent’s name:
• Less damaging to financial aid
• Reduces tax savings

In parent’s name:
• Less damaging to financial aid
• Reduces tax savings



• Section 529 plans
• Coverdell Education Savings Accounts1

• UGMA/UTMA2 accounts
• Traditional portfolio of funds
• Variable universal life insurance 
• U.S. savings bonds

• Section 529 plans
• Coverdell Education Savings Accounts1

• UGMA/UTMA2 accounts
• Traditional portfolio of funds
• Variable universal life insurance 
• U.S. savings bonds

Step 4

Select the Best Investments
Step 4

Select the Best Investments
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1. Formerly called Education IRAs.
2. Uniform Gifts/Transfers to Minors Act.
1. Formerly called Education IRAs.
2. Uniform Gifts/Transfers to Minors Act.



• Invest in market rate instruments
• Tax-free growth and withdrawals 
• Estate tax benefits
• State tax deductions and exemptions 

on gains
• Usually financial aid unfriendly

(cont’d.)

• Invest in market rate instruments
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• Estate tax benefits
• State tax deductions and exemptions 

on gains
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(cont’d.)
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Select the Best Investments

Section 529 Plans–
College Savings Plans

Select the Best Investments

Section 529 Plans–
College Savings Plans



CC0000.024.0403 April 1, 2003

• Custodian control
• Limited control over investments
• Can be used in any state, any school
• 10% federal penalty and taxes due on 

funds not used for college expenses
• Can be rolled over to another family 

member
(cont’d.)
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Select the Best Investments

Section 529 Plans–
College Savings Plans

Select the Best Investments

Section 529 Plans–
College Savings Plans



• Tuition credits for future years
• Return approximates college inflation 
• Financial aid unfriendly
• Tax friendly 
• Can be rolled over to another child
• Changing plans may be difficult 
• 10% federal penalty
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Select the Best Investments

Section 529 Plans–
Prepaid Plans

Select the Best Investments

Section 529 Plans–
Prepaid Plans
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• Maximum annual contribution now $2,000 
• Income limitations
• Financial aid unfriendly
• Gains not taxed
• 10% penalty + taxes
• Limited control over distribution 
• Maximum control over investments
• Can be used for K-12 expenses
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• Maximum control over investments
• Can be used for K-12 expenses

Select the Best Investments

Coverdell Education 
Savings Accounts1

Select the Best Investments

Coverdell Education 
Savings Accounts1

1. Formerly called Education IRAs.1. Formerly called Education IRAs.
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• An account titling issue
• Financial aid unfriendly
• Tax unfriendly
• Student controls money at majority
• Rollover issue

• An account titling issue
• Financial aid unfriendly
• Tax unfriendly
• Student controls money at majority
• Rollover issue

Select the Best Investments

UGMA/UTMA1 Accounts 
Select the Best Investments

UGMA/UTMA1 Accounts 
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• Financial aid friendly
• Not tax friendly
• Parental control over ownership 

and investment decisions

• Financial aid friendly
• Not tax friendly
• Parental control over ownership 

and investment decisions

Select the Best Investments

Traditional Portfolio of Funds 
Select the Best Investments

Traditional Portfolio of Funds 
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• Financial aid friendly
• Tax friendly
• Owner controls
• Limited investment choices
• Used in very specific circumstances:

• Wealthy grandparents whose children 
might qualify for financial aid

• Divorce where one parent is wealthier 
than the other

• Financial aid friendly
• Tax friendly
• Owner controls
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• Divorce where one parent is wealthier 
than the other

Select the Best Investments

Variable Universal Life 
Insurance

Select the Best Investments

Variable Universal Life 
Insurance
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• Name owner, beneficiary and insured 
with care

• Design contract to:
• Minimize death benefit 
• Maximize cash value
• Preserve tax benefits
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Select the Best Investments

Variable Universal Life 
Insurance

Select the Best Investments

Variable Universal Life 
Insurance



• Payroll deduction
• Not financial aid friendly
• Can be tax friendly:

• Owner over age 24 at purchase
• Income limitations

• Owner controls use of funds

• Payroll deduction
• Not financial aid friendly
• Can be tax friendly:

• Owner over age 24 at purchase
• Income limitations

• Owner controls use of funds

Select the Best Investments

U.S. Savings Bonds–
Series EE or Series I

Select the Best Investments

U.S. Savings Bonds–
Series EE or Series I
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Many parents may be:Many parents may be:

Step 5

Start Saving Now!
Step 5

Start Saving Now!
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• Panicking because of huge costs
• Overwhelmed by the amount they 

have to save
• Paralyzed into “inaction”

• Panicking because of huge costs
• Overwhelmed by the amount they 

have to save
• Paralyzed into “inaction”



The cost of delay even for a yearThe cost of delay even for a year

Step 5

Start Saving Now!
Step 5

Start Saving Now!

$497June 2004

$450June 2003

Monthly savings 
@ 7% after tax

Plan Year Start – 4 years at a 
state college, graduating in 2020

The College Savings Projector can 
help you determine your cost of waiting
The College Savings Projector can 
help you determine your cost of waiting
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Start Saving Now!

Can’t Save It All?
Start Saving Now!
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1. Set goals

2. Prioritize tax, financial aid 
and control issues

3. Determine the account owner

4. Select the best investments

5. Start saving now

1. Set goals

2. Prioritize tax, financial aid 
and control issues

3. Determine the account owner

4. Select the best investments

5. Start saving now

Remember…Remember…
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For more complete information about any of the Oppenheimer funds or 
investment products, including charges, expenses and risks, ask for a 
prospectus from your financial advisor, call OppenheimerFunds Distributor, 
Inc. at 1.800.525.7048 or visit the OppenheimerFunds website at 
www.oppenheimerfunds.com. Read the prospectus carefully before you 
invest or send money.

Shares of mutual funds are not deposits or obligations of any bank, are not 
guaranteed by any bank, are not insured by the FDIC or any other agency, 
and involve investment risks, including the possible loss of the principal 
amount invested.

Oppenheimer funds are distributed by OppenheimerFunds Distributor, Inc., 498 
Seventh Avenue, New York, NY 10018.
© Copyright 2003 OppenheimerFunds Distributor, Inc. All rights reserved.
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Call: Loreen M. Gilbert, CRC 
401k Advisors

1.800.959.0071 x224
loreeng@401kadvisors.com

To open your account today!!!
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